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§1.1366-1 Shareholder’s share of items
of an S corporation.

(a) Determination of shareholder’s tax
liability—(1) In general. An S corpora-
tion must report, and a shareholder is
required to take into account in the
shareholder’s return, the shareholder’s
pro rata share, whether or not distrib-
uted, of the S corporation’s items of in-
come, loss, deduction, or credit de-
scribed in paragraphs (a)(2), (3), and (4)
of this section. A shareholder’s pro
rata share is determined in accordance
with the provisions of section 1377(a)
and the regulations thereunder. The
shareholder takes these items into ac-
count in determining the shareholder’s
taxable income and tax liability for the
shareholder’s taxable year with or
within which the taxable year of the
corporation ends. If the shareholder
dies (or if the shareholder is an estate
or trust and the estate or trust termi-
nates) before the end of the taxable
yvear of the corporation, the share-
holder’s pro rata share of these items is
taken into account on the share-
holder’s final return. For the limita-
tion on allowance of a shareholder’s
pro rata share of S corporation losses
or deductions, see section 1366(d) and
§1.1366-2.

(2) Separately stated items of income,
loss, deduction, or credit. Each share-
holder must take into account sepa-
rately the shareholder’s pro rata share
of any item of income (including tax-
exempt income), loss, deduction, or
credit of the S corporation that if sepa-
rately taken into account by any
shareholder could affect the share-
holder’s tax liability for that taxable
year differently than if the shareholder
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